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Refer Reply to: 

Gentlemen: 

We have c o n s i d e r e d  your a p p l i c a t i o n  f o r  exemption from F e d e r a l  income t a x  
, o s  an o r g a n i z a t i o n  d e s c r i b e d  i n  s e c t i o n  5 0 1 ( = ) ( 6 )  of t h e  I n t e r n a l  Revenue 

Code of 1954. 

From t h e  i n f o r m a t i o n  s u b m i t t e d ,  i t  a p p e a r s  t h a t  your  o r g a n i z a t i o n  was 
formed under  BY-laws on *****  *  ***5. 

Your o r g a n i z a t i o n ' s  purpose  i s  s t a t e d  i n  A r t i c l e  I s e c t l o n  1 . 0 1  .>f i t s  
B y l a w s ,  t h a t  p r o v i s i o n  r e a d s  a s  f o l l o w s :  " S e c t i o n  1 .101  O t j e c t s .  The 
o b j e c t  of  t h e  a s s o c i a t i o n  s h a l l  be t o  promote t h e  g e n e r a l  b u s i n e s s  
i n t e r e s t s  of  t h e  merchants  i n  t h e  Cen te r  and i n  f u r t h e r a n c e  of  s u c h  
o b j e c t ,  t o  engage i n  and conduct  p romot iona l  programs acd  p u b l i c i t y ,  
s p e c i a l  e v e n t s ,  d e c o r a t i o n ,  c o o p e r a t i v e  a d v e r t i s i n g  and o t h e r  j o i n t  
endeavors  i n  t h e  g e n e r a l  i n t e r e s t  and f o r  t h e  g e n e r a l  b e n e f i t  of  
merchants  i n  t h e  Center" .  

Your o r g a n i z a t i o n  is  a  membership o r g a n i z a t i o n .  Your membership 
requ i rements  a r e  summarized i n  Form 1024 P a r t  111, 7. That  summary r e a d s  
a s  fo l lows :  "Must be shop owner i n  ********* * * * * *  " .  

From t h e  i n f o r m a t i o n  s u b m i t t e d ,  i t  a p p e a r s  t h a t  you conduct  mee t ings  f o r  
your members and sponsor  a d v e r t i s i n g  t o  promote ********* * * * * * * ******  g 
****  r .  It a p p e a r s  t h a t  your pr imary a c t i v i t y  is a d v e r t i s i n g .  

S e c t i o n  501(c )  of  t h e  I n t e r n a l  Revenue Code of  1954 desc . r ibee  c e r t a i n  
o r g a n i z a t i o n s  exempt from income t a x  under  s e c t i o n  5 O l ( a )  and r e a d s ,  i n  
p a r t ,  a s  f a l lowe:  

" ( 6 )  Bus iness  l e a g u e s ,  chambers o f  commerce, r e a l  e s t a t e  boards ,  boards  of 
t r a d e ,  o r  p r o f e s s i o n a l  f o o t b a l l  l e a g u e s  (whether  o r  n o t  a d m i n i s t e r i n g  a  
pens ion  fund f o r  f o o t b a l l  p l a y e r s ) ,  n o t  o rgan ized  f o r  9 r o f i t  and no p a r t  
of  t h e  n e t  e a r n i n g s  of which i n u r e s  t o  t h e  b e n e f i t  of  any p r i v a t e  
s h a r e h o l d e r  o r  i n d i v i d u a l . "  
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F e d e r a l  Income Tax R e g u l a t i o n  1 . 5 0 1 ( ~ ) ( 6 ) - 1  d e f i n e s  t h e  term " b u s i n e s s  
league" .  That  p r o v i s i o n  r e a d s ,  i n  p a r t ,  a s  fo l lows :  "A b u s i n e s s  l e a g u e  i s  a n  
a s s o c i a t i o n  of  pe r sons  hav ing  some common b u e i n e s s  i n t e r e s t ,  t h e  purpose  of  
which i s  t o  promote such  common i n t e r e s t . . . . I t  i s  a n  o r g a n i z a t i o n  of  t h e  same 
g e n e r a l  c l a s s  a s  a  chamber of  commerce o r  board of  t r a d e .  Thus,  i t s  
a c t i v i t i e s  shou ld  be d i r e c t e d  t o  t h e  improvement of  b u s i n e s s  c o n d i t i o n s  of  one 
o r  more l i n e s  o f  b u s i n e s s  a s  d i s t i n g u i s h e d  from t h e  performance of  p a r t i c u l a r  
s e r v i c e s  f o r  i n d i v i d u a l  perRons." 

Rev. Rul.  73-411, 1973-2 C.B.  180,  h e l d  t h a t  a  shopping c e n t e r  merchants  
a s s o c i a t i o n  whose membership c o n s i s t e d  of t h e  t e n a n t s  of  a  s p e c i f i c  shopp ing  
c e n t e r  and t h e i r  cDmoon l e s s o r ,  was n o t  e n t i t l e d  t o  exemption under  s e c t i o n  
501(c ; (6 )  because i t  was n o t  a  bus iness  l e a g u e ,  w i t h i n  t h e  meaning of  s e c t i o n  
501(c ) ( 6 ) .  

Rev. Rul. 64-315, 1964-2 C.B.  147,  h e l d  t h a t  shcpping c e n t e r  merchants  
a s s o c i a t i o n  t h a t  sponsored a d v e r t i s i n g  t o  a t t r a c t  b u s i n e s s  t o  t h e  shopp ing  
c e n t e r  was n o t  ent!.f:led t o  exemption under ~ e c t i o n  5 0 1 ( c ) ( 6 ) .  The 
o r g a n i z a t i o ~ ~  was engaged i n  p r o v i d i n g  " p a r t i c u l a r  s e r v i c e s "  f o r  i t s  members. 

Your o r g a n i z a t i o n  is  a  shopping c e n t e r  merchants a s s o c i a t i o n .  You s p o n s o r  
a d v e r t i s i n g  t o  promote a  shopping c e n t e r .  You a r e  n o t  e n t i t l e d  t o  exemption 
under s e c t i o n  5 0 1 ( c ) ( 6 )  of  t h e  I n t e r n a l  Revenue Code because you a r e  n o t  a  
b u s i n e s s  l e a g u e  and because  you p rov ide  " p a r t i c u l a r  s e r v i c e s "  f o r  your 'members.  

You a r e  r e q u i r e d  t o  f i l e  F e d e r a l  income t a x  r e t u r n s  a n n u a l l y ,  w i t h  your  
D i s t r i c t  D i r e c t o r .  

I f  you a r e  i n  agreement w i t h  t h i s  proposed d e t e r m i n a t i o n ,  we r e q u e s t  t h a t  YOU 

s i g n  and r e t u r n  t h e  e n c l o s e d  agreement Form 6018. P l e a s e  n o t e  t h e  
i n s t r u c t i o n s  f o r  s i g n i n g  on t h e  r e v e r s e  s i d e  of  t h i s  form. 

I f  YOU a r e  n o t  i n  agreement w i t h  t h i s  proposed d e t e r m i n a t i o n ,  we recommend 
t h a t  you r e q u e s t  a h e a r i n g  w i t h  o u r  o f f i c e  of Regional  D i r e c t o r  of  Appeals ,  
Your r e q u e s t  f o r  a  h e a r i n g  shou ld  i n c l u d e  a  w r i t t e n  a p p e a l  g i v i n g  t h e  f a c t s ,  
law, and any o t h e r  in fo r rna t ioa  t o  s u p p o r t  your p o s i t i o r l  a s  e x p l a i n e d  i n  t h e  
e n c l o s e d  P u b l i c a t i o n  892. You iiLl then  be c o n t a c t e d  t o  a r r a n g e  a  d a t e  f o r  a  
h e a r i n g .  The h e a r i n g  may be h e l d  a t  t h e  o f f i c e  of  Reg iona l  D i r e c t o r  of 
Appeals o r ,  i f  you r e q u e s t ,  a t  a  mutua l ly  conven ien t  D i s t r i c t  O f f i c e .  A 

s e l f - a d d r e s s e d  enve lope  i s  e n c l o s e d .  

S i n c e r e l y  y o u r s ,  

D i s t r i c t  D i r e c t o r  


